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ABSTRACT
MIGRANT  WORKERS  REMITT  ANCES:  BUILDING  FUTURES  AND  FORGING




Leadership  application  project
2Non-thesis  (ML 597) Project
For  many  developing  countries,  remittances  from  migrant  workers  are  larger,
more  stable  and  outpace  foreign  direct  investments  and  overseas  development  aid  as a
source  of  development  funds.  In  many  developing  countries,  external  sources  of  finance,
particularly  remittances,  are imperative  to carry  out  poverty  alleviation  strategies  as well
as local  economic  development,  given  the  low  rate  of  domestic  savings  and  high
governrnent  expenditures.  Remittances  appear  to  be very  promising  as developing
countries  continue  the  search  for  additional  sources  of  income  to achieve  the  United
Nations  Millennium  Development  Goals.  With  the  benefits  of  the  remittances  that
migrant  workers  send  back  home,  overseas  migration  also  brought  untold  stories  of
hardships  and  sufferings  to countless  migrant  workers  who  often  fall  victims  to  racial
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discrimination  and inhumane  working  conditions.  This  paper  will  explain  the factors  that
induce  people  to work  abroad  and  also examine  the uses of  the  remittances  at home:
specifically,  the reasons  why  migrant  workers  send  money,  to whom  these  remittances
are sent, and  how  remittances  stimulate  leadership  both  among  the  migrants  away  and  the
recipients  at home.  It  was  found  that  remittances  have  caused  improvements  in  the lives
of  the recipients  and also contributed  to the economic  developments  in the developing
countries.  Remittances  also served  as a catalyst  to migrant  workers  to develop  their
leadership  skills  and  experience.  However,  with  the continuous  advancement  of
globalization,  additional  studies  need  to be conducted  to determine  the impact  of
remittances  to the economies  of  the developing  countries.
Remittances  v
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The  economic  and  political  uncertainties  in the  developing  countries  have pushed
people  to migrate  to developed  countries.  Development  in other  countries  served as the
pull  factors  that  attract  people  from  developing  countries  to migrate  and  look  for  jobs  to
improve  their  lives.  The  advent  of  globalization  has ushered  in this  phenomenon  of
overseas  migration.  Globalization  enables  the  free  transfer  of  goods  and  services  from  the
developing  to the  developed  countries.  Among  these  worldwide  transfers  are remittances
of  overseas  migrant  workers.
Glushchenko  (2005)  pointed  out  that  "money  transfers  by migrants  are neither
entirely  new  nor  unexpected  in international  financial  follows;  what  is new  is the scale
and significance  of  such  transfer  in the economies  of  developing  countries"(p.28).
Indeed,  many  developing  countries  heavily  depend  on  these  transfers.  Therefore,
remittances  have  kept  many  developing  countries'  economies  afloat.  They  have  played  a
critical  part  in their  economic  growth  and survival.  In many  developing  countries,
external  sources  of  finance,  particularly  remittances,  are imperative  to carry  out  poverty
alleviation  strategies  as well  as local  economic  development,  given  the low  rate of
domestic  savings  and  high  governrnent  expenditures.
The World  Bank  (2008)  estimates  that remittances  totaled  $443 billion  in 2008(of
which  $338  billion  went  to developing  countries)  involving  some  192  million  migrants  or
3.0%  of  the  world  population.  Remittances  exceeded  foreign  development  assistance  and
are rapidly  approaching  foreign  direct  investment  flows  in terms  of  value.  Worldwide
annual  remittances  are on the rise and are primarily  sent  from  the developed  to the
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developing  countries.  The  World  Bank  (2008)  also  confirms  that  the  Asian  countries
comprise  the  biggest  chunk  of  remittance  recipients.  India  with  US$45  billion  was  the  top
recipient  in  2008,  followed  by  China  with  US$34  billion  and  the  Philippines  with  US$18
billion  of  remittances  received  annually.
Table  1:  Outlook  for  remittance  flows  to  developing  countries,  2009-11
S billion .?006 2007 2008e 2009f 2010f 2011f
Developing
countries
235 289 338 317 322 334
East  Asia
and  Pacific













26 31 35 32 33 34




13 19 21 21 21 22
Low-income
countries




215 265 306 285 289 300
World 317 385 444 420 425 441
Growth  rate  (%)
Developing
countries
1E.3% 22.9% 16.7% -6.1% 1.4% 3.9%
East  Asia
and  Pacific














4.6% 20.1% 10.6% -7.2% 1.5% 3.3%




34.7% 47.6% 13.4% -2.9% 1.8% 3.9%
Low-income
countries




17.8% 22.9% 15.6% -6.8% 1.2% 3.8%
WOrld 15.3% 21.3% 15.3% -5.3% 1.2% 3. 7%
Ratha  (2009)  argued  that  "remittances  are proving  to be one of  the more  resilient
pieces  of  the global  economy  in the downturn,  and will  likely  play  a large  role  in the
economic  development  and  recovery  of  many  poor  countries"  Therefore,  the
plienomenon  of overseas  migration  has  helped  some  governments  of developing
countries  survive  economic  crisis  and also helped  the families  of  the migrant  workers  in
improving  their  lives.
With  the benefits  of  the remittances  that  migrant  workers  have  sent  back  home,
overseas  migration  also brings  untold  stories  of  hardships  and sufferings  to countless
migrant  workers  who  often  fall  victims  to racial  discrimination  and inhumane  working
conditions.
Given  the numerous  populations  of  migrant  workers  in the developed  countries
and the  prominence  of  remittances  in  the economic  processes  of  both  the  sending  and  the
receiving  countries,  this  paper  explored  the factors  that  induced  people  to work  abroad.  It
also examined  the uses of  the remittances  being  sent by migrant  workers.  Specifically,
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this  study  focused  on the  reasons  why  migrant  workers  send  money,  to whom  these
remittances  were  sent  and how  remittances  stimulated  leadership  both  among  the
migrants  and  the  recipients.
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A  Review  of  the Literature
Many  civil  society  groups,  such  as the Center  for  Migrant  Advocacy  Philippines,
have  made  numerous  studies  on migration  and development  as well  as on the economic
impact  of  remittances  that  come  with  the widespread  phenomenon  of  migration.  The
widespread  transfer  of  goods  including  labor  has been largely  due to the advent  of
globalization.  A study  of  the Center  for  Migrant  Advocacy  Philippines  (2006),  explained
that:
Globalization  is synonymous  to the phenomenon  of  acceleration.  For  the past  25
years  rapid  changes  have  affected  political,  economic  and social  developments.
Acceleration  is seen in  vast  technological  changes,  media  revolution,  global
economic  integration  and  massive  changes  in production  systems  and  labor
markets.  All  of  these  rapid  increases  in transnational  flow  of  capital,  trade  and
technology  have  made  effects  on international  migration  as well.  Global
economic  restructuring  has led  not  only  to disruption  in  less developed  or
developing  economies,  it  has also been  a factor  in unemployment,  wage  decline  or
job  insecurity  in  dominant  market  economies.  Heavily  indebted  countries,  like  the
Philippines  have  resorted  to labor  export  to help  them  stay  afloat  (p. 4).
The  Center  for  Migrant  Advocacy  Philippines  (2006),  also added  that  the current
age of  globalization  is characterized  by  significant  advances  in  technology,  transportation
and communication  enabling  the growing  interdependence  and integration  of  national
economies  and  opening  of  markets.
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Current  views  on migration  are based  on a theory  called  "The  Push-Pull  Theory
of  Migration"  that  explicitly  explains  the reasons  why  people  are migrating  abroad.  This
theory  also points  to globalization  as the main  reason  for  the fast and easy flow  of
migration.  Cheltenham  (1996)  explained  that:
Contemporary  views  about  migration  stem  from  the earlier  premise  of  the push-
pull  theory  on migration.  According  to this  theory,  people  moved  either  because
social  and economic  forces  in the place  of  destination  impelled  them  to do so, or
because  they  were  attracted  to places  of  destination  by one or more  social  and
economic  factors  there.  Observers  of  migration  flows  have long  seen the vast
changing  nature  of  migration.  What  used to be purely  economic  reasons  for
migrating  are no longer  true in many  cases. Globalization  of  communication
technology  has affected  extensively  the original  impetus  of  individuals  to migrate.
Linkages  between  receiving  and sending  countries  are readily  established  (p. 13).
Cheltenham  (1996)  added  that  in this  era of  globalization,  networks  were
already  well-established,  connecting  migrants  and their  families  as well  as prospective
migrants  and the host  countries.  News  and information  are also  readily  available  thereby
encouraging  other  people  to migrate  and eventually  sustain  the flow  of  migration.
The push  and pull  theory  of  migration  surely  affects  the ways  in which  people
view  migration.  Many  skilled,  but  jobless,  individuals  irnrnigrate  abroad  because  they
hope  to improve  their  lives,  support  their  family  and eventually  improve  their  social
status in their  communities.  However,  along  with  its positive  aspects,  migration  also
brings  numerous  negative  effects  on the individual  migrant  worker.
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Migrant  workers,  according  to Sharpe  (2001),  are usually  vulnerable  to many
forms  of  oppressions  and  discrimination-class,  race  and gender-"given  their  mobile  and
dynamic  population"  (p.ll).  The denial  of  their  basic  rights  and human  dignity  has
become  widespread  and is now  a global  concern.  The  iSsues of  xenophobia  and racism
have  already  been  mainstreamed  in the international  discourses.  These  problems  add to
the already  miserable  life  of  the migrant  worker  who is treated  unfairly  by abusive
employers.
Sharpe  (2001)  added  that  in all  stages  of  migration,  migrant  workers  experience  a
variety  of  problems.  In  the pre-departure  stage,  migrant  workers  may  sometimes  become
victims  of  illegal  recruitment  and deceptions.  While  on-site,  they  sometimes  fall  prey  to
abusive  employers,  contract  violations,  inhumane  working  conditions  and other  forms  of
exploitations.  The post employment  stage also carries  many  problems  for returning
migrants,  such  as repatriation  problems,  broken  families,  and  traumatic  experiences.
A  phenomenon  called  the  "brain-drain"  is  also  an  issue  accompanying
globalization  and migration.  From  the  studies  conducted  by the Center  for Migrant
Advocacy  (2006),  it was revealed  that  brain-drain  is not  about  draining  a country  of  its
excess labor  but a drain  on the critical  workforce  that is imperative  to a country's
progress.  Every  year, labor-exporting  countries  lose valuable  human  and intellectual
resources.  If  this  trend  continues,  a collapse  of  a country's  health,  education  and other
sectors  is possible.
Despite  the  problems  that  migrant  workers  face  in the host  countries,  many  skilled
and unskilled  workers  emigrate  anyway.  Every  year,  thousands  of  migrant  workers  leave
their  country  and look  for  better  jobs  in advanced  and developed  countries.
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The term  "remittances,"  as defined  by Ratha,  Mohapatra,  and Silwal,  (2009),
refers  to current  migrant  transfers  from  migrant  workers  in the host  country  where  they
work  to their  recipients  in the  migrant  worker's  country  of  origin.  Remittances  can  be in  a
form  of  money  or material  and non-material  resources.  Money  remittances  usually  came
from  the salaries,  compensations,  and wages as well  as other  benefits  that migrant
workers  earn  or acquire  in the host  country.  Azad  (2004)  elaborated  on the definition  of
remittances:
Migrant  remittances  are part of  earnings  of  the rtngrant  workers  received  in
foreign  countries  that  are sent back  to their  home  countries.  The worldwide-
received  consensus  is that migrant  remittances  are  strong  source  of foreign
exchange  earnings  of  labor-sending  countries.  These  remittances  help  recipient
countries  in paying  import  liabilities,  improve  balance  of  payments  position,  build
foreign  exchange  reserves,  help  external  debt  servicing  and  enhance  the viability
of  the countries'  external  sector.  At  the domestic  front,  these  remittances  increase
household  income  of  the migrants'  families,  improve  life  standard,  enhance  the
saving  level  and by all means  contribute  to their  national  economic  growth
process  (p. 4).
In other  words,  migrant  remittances  or remittance  transfers  refer  to transfers  of
money,  resources  or skills  from  an individual,  usually  a person  who  has emigrated  from
his country  of  origin,  to another  individual,  usually  a relative  who  remains  at home.  Biller
(2007)  added  that:
Remittance  transfers  are  typically  person-to-person  payments  and  of low
monetary  value.  There  are two  basic  categories  of  remittance  transfers:  domestic
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and international.  Domestic  remittance  transfers  occur  when  an  individual
transfers  fiinds  from  one location  to  another  within  the  same  country.  The
predominant  pattern  within  this  category  is that  the individual  sending  the fiinds,
i.e., the remitter,  hails  from  a rural  area and has relocated  to an urban  center.  In
contrast,  an international  remittance  transfer  involves  an immigrant  in a new
country  sending  funds  to his  country  of  origin,  or to individuals,  usually  family,  in
a third  country  (p. 2).
Statistics  show  that  many  remittances  are sent  through  formal  Remittance  Service
Providers.  These  formal  Remittance  Service  Providers  are regulated,  controlled  and
openly  operated  both  in the sending  and receiving  countries.  The  World  Bank  estimates
that  about  $443  billion  in 2008  are being  remitted  by migrant  workers  annually  through
formal  service  providers.  More  than  70oA of  these  remittances  sent went  to developing
countries,  particularly  in Asia.  It has been  estimated  that  the amount  of  remittances  could
be higher, but remittances sent through  informal  providers  are not easily  traced  and
accounted  for.
Orozco (2003) explained  that  migrant  workers  utilize  a variety  of  mechanisms
and ways in sending remittances. Formal  remittance  service  providers  include  banks,
postal services, credit unions,  small  and large  money  transmitters.  Informal  remittance
transfer may include delivery  by the actual  sender  or through  private  remittance  transfer
providers,  commonly  called the hawala, or hrmdi  system.  This  is used  in  Asia,  the Middle
East  and  Africa.
Maimbo  and Ratha (2005) provided  a historical  account  of  the methods  migrants
employ to send remittances. The oldest  and most  traditional  method  is hand-delivery
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through  a courier.  This  method  persists  in Africa,  which  is among  the poorest  regions  in
the developing  world.  On  the other  hand,  in Asia,  the money  transfer  mechanism  used  in
addition  to the one used  in Africa  is called  Hawala  in Pakistan  and  Bangladesh  or hundi
in India.  It is a kind  of  mechanism  or remittance  transfer  transaction  that  does not
electronically  transfer  money.
Glushchenco  (2005)  describes  that  the hawala  system  is an operation  that  consists
of  making  a financial  transfer  between  principals  located  in the sending  country  and the
recipient  country,  using  intermediaries  called  hawaladars  who  operate  in the informal
sector.  When  the hawaladars  receive  funds  from  the migrant  to be remitted  to the
migrant's  home  country,  they instruct  the intermediaries  in the recipient  country  to
advance  the equivalent  of  the paid  fund  or amount  to the designated  recipients  under  the
local  currency  (p.5).
Orozco  (2003)  added  that  the remittance  of  the migrant  workers  using  the hawala
process  is immediately  transferred  by  the intermediaries  to the recipient,  and  the process
is relatively  inexpensive,  with  a less than  2% charge  on the total  value  of  the original
fund  remitted  by a migrant  worker.  It is well  organized  on the receiving  end and is
convenient  to senders,  as they  do not  need  to provide  identification.
In contrast  to the informality  of  couriers  and hawaladers,  there  are many  licensed
and legally  operating  international,  regional  or global  transfer  companies  and  businesses
that  cater  to the needs  of  migrant  workers  in remitting  their  money.  Orozco  (2003)  listed
several  money  transfer  companies  that  are authorized  to engage  in activities  that  do not
involve  the receipt  of  money  on current  accounts  subject  to withdrawal  by checks.
Among  the large  remittance  transfer  companies,  according  to Orozco  (2003),  is the
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Western  Union.  It was  said  to have  the largest  worldwide  presence  in the money  transfer
industry,  with  one-quarter  of  the global  market.  Other  companies  that  operate  globally,
but  with  a lesser  presence  than  Western  Union,  include  Thomas  Cook  and  Money-Gram.
In addition  to these  global  companies  that  are prominent  in the remittance  market,  there
are  also  regional  and country-specific  businesses  that offer  competitive  service  in
remittance  transfers.  These  remittance-sending  businesses  (known  as ethnic  stores  in the
United  States)  commonly  transmit  money  to Pakistan,  India,  Somalia  or Bangladesh.
However,  these  ethnic  stores  are gradually  declining  because  they  cannot  compete  with
the informal  sectors  such  as the hawaladers,  who  do not  have  governrnent  regulations
and do not  pay  taxes  or fees  to the goyernrnent.
Post offices  on the other  hand, are also involved  actively  in the remittance
transfers.  In Europe  for  example,  the Euro-Giro  system  operates  in cooperation  with  the
European  postal  systems  in transacting  money  transfers  internationally.  The  Euro-Giro
transfers  money  to more  than  30 countries  which  include  Brazil,  Israel,  China  and other
countries  in Asia.  In addition  to the  postal  carrier  services,  banks  also  play  a major  role  in
the maintenance  of  remittance  flows.
Economic  Impact  and Uses of  Remittances.
Maimbo  and Ratha (2005) added that in terms of  regional  transfers  of  remittances,
most  of  the remittances  that  come  from  the United  States are directed  towards  Asia,
where the malority  of the migrants came from. Money is usually transferred through
conventional  ways  such  as using  the services  of  Western  Union,  and  with  the increasing
Augsburg  Coilege  Library
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popularity  of  the internet,  electronic  transfer  of  money  is likely  favored  due to its
availability  and  easy  access.
In  Latin  America  and  in  the Caribbean,  remittances  play  a critical  role  in  keeping
the economy  going.  De  la Garza  and  Lowell  (2002)  stated  that  in 2007,  US$  65 billion
were  remitted  in  the  region;  75%  of  those  remittances  came  from  the  United  States.  This
annual  remittance  transfer  is  higher  than  the  combined  amount  of  foreign  direct
investments  and  development  aid.
Remittances,  according  to  Ratha,  Mohapatra,  and  Silwal,  (2009),  differ
fundamentally  from  other  forms  of  financial  inflows  in a country,  as remittances  have  a
direct  impact  on  the  lives  of  the  people  at the  grass-roots  level.  Remittances  go directly  to
the recipients,  who  can use the money  immediately  to relieve  their  poverty.  Capital
inflow,  in  contrast,  does  not  reach  the  recipients  immediately  as it operates  on a trickle-
down  effect.  Development  assistance  and private  investments  take  time  to reach  the
grass-roots  level.
Ratha,  Mohapatra  and Silwal  (2009)  suggested  that  one  billion  people  receive
direct  remittances,  almost  one  sixth  of  the  world's  population.  Since  the  vast  majority  of
the  recipients  of  migrant  workers  remittance  are poor,  questions  are raised  as to whether
these  remittances  have  a direct  effect  on  the  development  of  a country.
Bagasao  (2005)  pointed  out  that  the majority  of  the  remittances  sent  by  migrant
workers  are used  in ways  such  as satisfying  basic  needs,  buying  medicine  when  family
members  get sick,  building  houses  or on conspicuous  consumption  when  there  are
festivals  and  celebrations,  as this  boosts  the economic  status  of  the  family  whose  family
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member  works  abroad.  Bagasao  (2005)  further  explained  the uses of  the remittances  sent
by  migrant  workers  to their  home  country,  stating  that:
Migrant  workers  earn income,  obtain  technology  and skills,  and accumulate
experiences  which  are, at various  times,  repatriated,  invested  or applied  for  the
benefit  of  their  home  country.  But  of  all  migrant-acquired  resources,  remittances
or that  portion  of  migrant  income  sent by  migrant  workers  to their  home  country
are the most  direct,  immediate  and far-reaching  for  the intended  beneficiaries,
mostly  family  members  they  have  left  behind.  Several  studies  indicate  that  these
family-directed  remittances  are used  for  (a) Food,  utilities  and other  basic  family
needs  (b)  Education  (c)  Housing  and property  acquisition  (d) Health  and
emergencies  (e) Payment  of  debts and (f) Money  set aside for  small  business
ventures  (p. 2).
Almost  all  research  pertaining  to remittances  shows  that  above  all  else,  recipients
of  remittances  use the money  to meet  their  basic  needs.  For  example,  De la Garza  and
Lowell  (2002)  stated  that  in Mexico,  two-thirds  of  the family  households  that  receive
remittances  spend  their  money  on consumption  and in the satisfaction  of  daily  needs.
Once  these  needs  are met,  remittances  are then  used  to purchase  land,  which  is the most
profitable  and stable  property  or investment,  as its value  increases  over  time.  Land  can
also be a source  of  economic  return  when  families  of  the migrants  use land  for  farm
production  purposes.  Sometimes,  remittances  are also used in home  construction  or
renovations.  This  also provides  additional  or alternative  income  for  the family  of  the
migrant worker, especially when a newly built house is used for rental pu@oses. In
Pakistan  and Thailand,  remittances  are used to hire labor  for  farm  work  and for  the
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purchase  of  farm  equipment  for  increased  productivity.  This  is especially  true  in rural
areas.
De la Garza  and Lowell  (2002)  added  that  other  uses of  remittances  include
repayment  of  loans  that  are incurred  to finance  the migration  of  a family  member.  The
loan  incurred  can also come  in the form  of  land  mortgage.  This  is common  in  the rural
areas, as land  is the easiest  asset to serve as a guarantor  for  loans  that  were  used for
financing  the migration  or for  other  expenses.  In a study  conducted  in  Mexico,  it  was  also
found  that  almost  one-third  of  the capital  investments  in micro-enterprises  in 44 urban
areas are associated  with  remittances.
It is clear  that  remittances  have direct  effects  on the lives  of  the families  of
migrant  workers  and have  helped  greatly  in short  term  poverty  alleviation.  But  the long
term  impact  of  remittances  on poverty  is still  uncertain.  This  is due to the fact  that  much
of the remittances  are spend  in consumption  and not on financial  investments  for
economic  development.  The  increase  in demand  of  consumption  by  the  household  with  a
migrant  worker  abroad  can trigger  investments  by  other  households  to  meet the
increasing  demand.
Very  few  cases were cited  to show  that remittances  were  used in micro-
enterprises  or invested  in business  or enterprise  ventures.  There  is also little  in the
literature that projects experiences of migrant  families in a cornrnunity  organizing
themselves  to create  something  sustainable  out  of  the remittances  that  they  received.  But
an example  in a Philippine  setting  shows  that  remittances  can trigger  local  economy
development.
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Otara  (2006)  studied  local  economic  development  in the Province  of  La  Union  in
Philippines.  According  to the  latest data of the Philippines  Overseas  Employment
Administration,  La Union  placed  5th nationwide  in terms  of  the number  of  workers
deployed  abroad.  The  town  of  Naguilian  in particular  has a significant  number  of  migrant
family  members  working  abroad.  Naguilian  is naturally  blessed,  yet  its potentials  remain
unharnessed.  Otara  (2006)  further  stated  that:
The  town  Naguilian  has a long-standing  tradition  of  overseas  labor  migration.  As
early  as 1899,  the townspeople  started  looking  for  jobs  abroad  and this  remains
true today.  About  20% of  Naguilian  households  have  a member  who  is an
Overseas  Filipino  Worker  (OFW)  with  an average  number  of  2 -  3 0FW  per
household.  Most  of  them  are deployed  in the  Middle  East  as construction  workers,
in Hong  Kong,  Malaysia  and Singapore  as domestic  workers,  and nurses  and
other  professionals  in the US, Canada,  Italy  and London.  OFWs  remit  to their
fatnilies  an average  of  5 -  10 thousand  pesos  per  month  (US$  100  -  US$  200),
with  the highest  remittance  ranging  from  20 - 30 thousand  pesos  a month
(US$  400  -  US$  600)  (p 24).
Naguilianons,  or the people  of  Naguilian,  who  have  become  successful  abroad
share their  blessings  not  only  with  their  relatives  but also to the whole  hometown.
Organizations  of  Naguilianons  abroad  donate  money  to finance  infrastnicture  projects  of
the municipality  such as farm-to-market  roads,  waiting  sheds and bridges.  They  also
donate  to the church  for socio-spiritual  purposes.  The biggest  standing  project  of
Naguilianons  abroad  is the construction  of  the million-peso  BALIKBAYAN  BUILDING
(migrant  returnees'  building).
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But  there  are also those  who  liave  not  been as successful.  Earning  money  among
overseas  Filipino  worker  is not a guarantee  of  social  and economic  stability.  Cases of
distressed  migrants  are also a reality.  Cultural  adjustment,  homesickness,  exposure  to
inhumane  working  conditions,  dirty,  dangerous  and demeaning  jobs  or worst,  death  are
aspects  of  the price  they  pay  in dreaming  for  a better  life.
There  are even  those  who  could  have  been  successful  but  were  hampered  by  lack
of  vision.  Overseas  work  is not  a lifetime  job,  and often  there  is no social  security.  Upon
re-entry,  an OFW  often  finds  it difficult  to land  a job  and if  his/her  earnings  are gradually
decreasing,  he/she  is faced  with  no other  option  but to return  abroad.  Because  the
decision  to migrate  for  work  rises  out of  economic  needs,  it is important  that  an OFW
have  a plan  for  his7her  re-entry  if  he/she  decides  to come  home  for  good.  The  issue  of
savings  is of  utmost  importance  for  all  migrants.
Of  the total  number  of  families  who  have  migrant  relatives  working  abroad,  data
on how  they  spend  the remittances  sent  to them  were  also investigated  by the Philippine
Overseas  Employment  Administration.  Of  the total  population  in the 11 barangays  or
communities,  it was  apparent  that  only  a small  number  of  the migrant  families  save their
money  for  future  use or for  investments.  Only  4% of  recipient  families  allot  savings  from
the remittances  that  were  being  sent to them.  Recipients  of  remittances  from  abroad  use
the remittances  for  ineffectual  spending;  making  them  at risk  for  being  in poverty  again,
given  that  overseas  work  is not  permanent.  This  is where  the aspect  of  saving  plays  a
greater  role  in encouraging  people  to think  aborit  their  futures.  Spending  on education,  on
the other  hand,  is seen as a very  important  means  of  getting  out  of  poverty.  The  ability  to
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send children  to school  is often  considered  a major  achievement  for  parents.  Migrant
families  recognize  this  fact.
To  address  the worsening  poverty  situation  in the province  and also make
sustainable  use of  the remittances  that migrants  send to their  families,  the mxgrant
families  in  Naguilian,  La  Union  formed  an organization  called  Banuar  ti  La  Union,  which
means  "Heroes  of  La Union."  The aim of  the organization  was to identify  effective
strategies  towards  developing  the  local  economy  and to be able to describe  the
mechanisms  that  make  the  microfinance  program  out  of  remittances,  a community-based
project.
Alcid  (2006)  explained  that:  Bannuar  ti La  Union  has identified  several  strategies
to effectively  develop  the local  economy  of  Naguilian.  The strategy  involves  awareness
raising  with  framework  anchored  into  the understanding  of  labor  migration  in  the context
of globalization,  gender  dimension  of international  labor  migration,  rights  and
entitlements  of  migrant  workers  and their  families,  importance  of savings  and the
productive  utilization  of  remittance,  and values  that  shape  people's  choice  or lifestyle.
Another  strategy  is organizing  of  migrant  workers  and their  families  in a way  that  fosters
solidarity  and unity  as well  as social  responsibility.  Abroad,  organizing  was undertaken
by the migrant  workers  on their  own  or by  NGOs  (p. 19).
Training  towards  acquiring  knowledge,  attitude  and skills  appropriate  to savings
mobilization,  budget  planning,  entrepreneurship,  organizational  development  and
management  was another  strategy  for  a truly  community-based  project  on the part  of
Bannuar  ti La  Union.
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Advocacy  for  a favorable  climate  for  enterprise  development  and resource
mobilization  also plays  a very  important  role.  Advocacy  for  partnership/alliance  building
among  the actors  in the receiving  countries  and in the sending  countries  is a significant
ingredient  for  effective  organizing  of  community-based  projects.
Bannuar  ti La Union,  as explained  by Otara  (2006),  has gained  a credible
reputation  as an OFW  organization  among  local  government  officials  and agencies  as
well  as among  its own  member  municipalities  and  barangays/communities.  In some  ways,
it has become  a symbol  of  the strength  of  the sector  and the hope  of  OFWs  that  an
organization  stands  for  them,  represents  them,  asserts  and  protects  their  rights.
The  organization  has provided  its members  with  services  that  aim  to develop  that
micro,  mezzo,  and macro  aspects  in the lives  of  its members.  Their  microfinance  project
is more  than  a finance  mechanism:  aside  from  providing  loans  and promoting  economic
cooperation  among  OFW  families,  the project  is also geared  toward  value  reformation.  It
was designed  to promote  practical  cash flow  management,  self-reliance,  hard-work  and
responsibility.
The organization  of  the migrant  workers'  families  in  the cornrnunity  has provided
servtces  to members so they  can invest  in new  or expand  existing  livelihood  activities.
Essentially,  it reduced underemployment  in the locality  and increased  people's  income.
With  higher income,  the micro  entrepreneurs  were  able  to accumulate  both  financial  and
physical assets. Since  the organization  also provided  social  interventions,  it enabled
members  to build  human  and social  capital  as well.  In particular,  these  improvements  in
the physical,  financial,  human  and social  assets also improved  member's  self-esteem  and
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decision  making  powers,  and  created  networks,  access  and participation  in the
organization  and  in  the community  as well.
Another  notable  example  of  economic  development  helped  by remittances  was
explained  by  De  la Garza  and  Lowell  (2002).  Mexican  migrants  from  the same  or nearby
villages  have  formed  hometown  associations  to provide  social  and financial  support  to
other  migrants  and  migrants'  families  in their  home  country.  Mexican  migrant  workers  in
the United  States have pooled  their  funds  together  to build  social  assets back  home.
These  social  aSsets  include  schools,  clinics,  recreation  centers  and small  roads and
irrigation  projects.  De  la Garza  and Lowell  (2002)  further  explained  that:
Originally,  Mexican  migrants  organized  themselves  in  the country  where  they  are
working  to provide  support  for  their  families  back  home.  But  as their  capabilities
in leadership  and project  management  developed,  they  extended  their  initiative  to
support  small-scale  infrastructures  in their  hometowns.  A notable  example  of
these hometown  associations  stated  by De la Garza  and Lowell  (2002)  is the
Asociaci6n  San Mateo  Cojonos.  It initially  pooled  out funds  to support  the
construction  of  pavements  in their  hometown  streets  but  later  the organization
funded  the purchase  of  materials  for  the construction  of  schools  and recreation
centers  (p. 19).
Aside  from  funding  community  schools  and  centers,  a lot  of  migrant
organizations  in  both  the sending  and receiving  countries  have  responded  to emergencies
and disasters  by pooling  funds  to be sent back  to their  home  country,  collectively.
Migrant  workers'  organizational  and leadership  skills  have  been  harnessed  as time  goes
by. For  De la Garza  and Lowell  (2002),  these  efforts  of  the migrant  workers  are among
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the  many  ways  by  which  they  give  back  to their  communities  of  origin.  Sometimes  their
efforts  also  encourage  others  to migrate,  find  a good  job,  improve  their  lives  and
contribute  to the  development  of  their  communities.
In  the  two  examples  cited,  (in  Mexico  and  in  the  Philippines),  it  was  noted  that  in
addition  to their  use to sustain  basic  needs,  remittances  were  used  to finance  social
infrastructures  and  entrepreneurial  activities  that  triggered  the  development  of  the local
economy  as well  as improving  the entrepreneurial  and  leadership  skills  of  the migrant
workers  and  their  families  back  home.
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Methodology
This  study  employed  extensive  reviews  of  the  literature  on  migration  and
development,  remittances,  and  reviews  of  case studies  on  migrant  remittances  of  labor-
exporting  countries.  This  study  also  assessed  the  usage  of,  and  the  leadership  component
involved  in,  the  use  of  remittances  at home.  Data  were  gathered  from  several  government
databases  of  labor-exporting  countries  as well  as from  civil  society  organizations  engaged
in  the  monitoring,  intervention  and  advocacy  of  migrants'  rights  and  non-governrnental
organizations  such  as the  World  Bank.
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Results  and Discussion
The push  and pull  factors  in migration  emerge  as primary  reasons  that  workers
decide  to find  work  abroad.  At  the personal  level,  people  migrate  and look  for  work
abroad  to fulfill  dreams  that  they  cannot  fulfill  at home  because  of  lack  of  jobs.  Having  a
source  of  income  gives  them  strength,  confidence  and respect.  Some  even  see migration
as a blessing  or an opportunity  to improve  or create  a new  chapter  in  life.
At  the community  level,  migrant  workers  often  contribute  to socio-civic  projects
back  home,  enabling  them  to reach  their  aspirations  for  their  families  and to enjoy  a
higher  level  of  prestige.  By  pooling  remittances  to support  community  projects,  migrant
workers  can  enhance  their  organizational  and leadership  skills.  Local  economies  are also
stimulated  with  the advent  of  remittances  as the recipient  families  stimulate  increasing
demands  for  locally  available  products  and services.
At  the national  level,  migration  alleviates  unemployment  in developing  countries
and helps  keep their  economies  afloat  through  remittances  and the development  of
businesses  related  to migration  and increased  tourism.  Remittances  contribute  more  than
foreign  development  aid  to the economies  of  developing  countries.
At  the international  level,  migration  has been stimulated  by a great  demand  in
developed countries for  domestic  workers  and for  workers  who  will  do the work  that
locals will  not  accept.  Migration  serves as a way  for  the receiving  countries  to avoid
taking  responsibility  for  the rights  and well-being  of  the workers.  It also lessens  the
responsibility  of  the sending  countries  to provide  skills  training  for  the local  citizens.
Through  the years,  overseas  migration  has been  considered  a temporary  measure
to alleviate  poverty,  generate  foreign  currency  and mitigate  iu'iemployment.  Today,
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migration  seems  to  be  a centerpiece  of many  developing  countries'  economic
development  program  and  economic  survival.
There  is no doubt  that  remittances  have  become  an important  buffer  against  the
poverty  that  poor  people  face in their  daily  lives.  Remittances  are used to finance
improvements  in  both human  and social  capital,  as well  as to  enhance  savings,
investments  and other  entrepreneurial  activities.  With  the crisis  that  took  place  in the
height  of global  financial  instability,  remittances  helped  to tame inflation  rates and
contribute  to a rosier  picture  of  developing  countries'  economic  situation.
However,  remittances  can also have a negative  impact.  Remittances  encourage
dependency  on external  sources  of  money  to keep  households  and  the economy  sustained.
They  may  also encourage  other  people  to go abroad  and look  for  jobs.  Many  of  these
people  are highly  educated  and highly  skilled,  which  means  that  a country  exporting
labor  loses  its human  resources  as well.
On the household  level,  children  of  migrant  workers  tend  to depend  on the
remittances  that  the migrant  relative  sends  to them.  In general,  they  rely  on  remittances  to
such  an extent  that  they  disregard  education  and focus  more  on new  trends  and fashions.
This  leads  to a consumerist  and materialistic  attitude  of  the children  of  migrant  workers.
Dependency  is not  the only  issue  accompanying  the  arrival  of  migrant  remittances.
Remittances  create  a wide  income  disparity  within  communities,  causing  larger  gaps
between  the "haves"  and  the "have  not's."  Commonly,  migrant  workers  come  from  poor
backgrounds  and their  immediate  climb  to  a higher  economic  status  disrupts  the
established  socio-economic  system  in the  community.  This  phenomenon  can incite
jealousy  from  other  community  members,  thereby  encouraging  others  to migrate  abroad.
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Migrant  workers  can be classified  into  two  groups,  those  who  are highly  skilled
and those  who  are non-skilled.  The migration  of the highly  skilled  group  creates
disniptions  in the sector  that  they  left.  The  best people  are often  the ones who  migrate
first.  This  is apparent  in the health  and education  sectors.  As a result,  the quality  of
service  in both  health  and education  sectors  are weakened.  This  creates  a vicious  cycle
that  will  hamper  development  in the country.
The departure  of  non-skilled  workers  is a sign  of  severe  unemployment  in the
country  of  origin.  People  with  limited  work  experience  are forced  to migrate  abroad  to
look  for  jobs  even  if  the  jobs  awaiting  them  offer  very  low  salaries  with  inhumane  work
conditions  and exploitative  environments.  Frequently,  these  non-skilled  workers  fall  prey
to  illegal  recruiters  who  ask them  to  pay  exorbitant  placement  fees.  Despite  the
possibility  that  they  will  experience  migration  problems,  these  non-skilled  workers  want
to go abroad,  as they  cannot  find  work  in their  country  of  origin.
Though  remittances  are pooled  together  to support  development  efforts  in the
country  of  origin,  these  remittances  are usually  aimed  at infrastructure  projects  rather
than  job  creation  and  entrepreneurial  activities.  Small-scale  infrastructures  such  as school
buildings,  recreation  centers  and small  roads  meet  the immediate  needs  of  the cornrnunity
members;  but  these  infrastructures  are not aimed  at producing  jobs  that  could  generate
income  and local  economic  development  nor  stem  the tide  of  migration.
Another  important  point  to consider  is the lack  of  organizational  skills  of  migrant
associations  in both  the host and the receiving  countries.  Even  if  funds  are pooled
together  to finance  development  projects  back  liome,  migrant  workers  find  it difficult  to
identify  what  projects  to design.  They  ask government  agencies  to give  them  a list  of
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projects  that  need remittance  support.  This  approach  to project  development  does not
encourage  ownership  of  the project  on the part  of  the migrant  workers  because  they  are
passive  participants  of  the project  development.
Capacity  is  another  problem  in  the  receiving  countries.  Even  when  local
governments  ask for  help  in certain  development  projects  or the receiving  governrnent
itself  suggests  a certain  project  that  a migrant  workers  association  can fund,  the people
who  will  implement  the project  often  lack  the capabilities  to do so. Improper  operation
and lack  of  maintenance  of  these  migrant  workers  projects  would  hamper  fiirther  fund-
raising  efforts  on the part  of  the migrant  workers.  Even  if  development  projects  are well-
implemented,  the issue  of  the level  of  skills  required  to sustain  development  projects  will
always  surface.
Collective  remittance  comes  through  different  methods  employed  by migrant
workers.  Migrants  can organize  themselves  and their  funds  of  their  own  accord.  Local
officials  can also approach  migrant  workers  with  requests  for funding  for specific
development  projects.  Charities  and  non-government  organizations  also  act  as
intermediaries  for  the migrants'  orgaruzations,  thereby  providing  these  migrant
organizations  with  technical  support  and  training.
Whatever  the methods  of  collecting  remittances  for  development  works  may  be, a
crucial  component  for  success  is leadership.  A lack  of  leadership  often  impedes  the  use of
remittances to promote  local  economic  development  and sustainability.  There  is a need
for leadership  in  both  the  migrants  and  their  recipient  communities  to effectively  manage
the usage  of  remittances.
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While  it seems good  that  migrant  workers  associations  collect  fiu'ids  to support
development  projects  at home,  such  activities  also cause dependency  on the part  of  the
governrnent  that  is supposed  to pay  for  the community  projects  from  the taxes  that  they
collect.  In effect,  migrant  workers  are paying  the costs  and are substituting  for  effective
local  governance.
Several  cases also indicate  that  even  though  migrant  workers  want  to invest  in
entrepreneurial  activities  back  home,  promotion,  support,  training  and other  services  to
develop  entrepreneurs  are lacking  in the community.  Enterprise  development  is also seen
as risky  compared  to just  buying  lands  and other  properties.
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Conclusion
It is clear  that  remittances  are likely  to increase  with  the advent  of  globalization
and technologically  advanced  remittance  transfers  methods.  As  globalization  deepens,  so
does the movement  of  people  and the remittances.  Links  between  the migrants  and their
home  countries  are intensified,  given  tlie  dynamic  and advancing  nature  of  globalization.
Remittances  have  been  a part  of  the  human  face  of  the globalizing  world.
Remittances  play  an important  role  in the alleviation  of  poverty  and economic
development,  particularly  in developing  countries.  Migrants  primarily  send  remittances  to
relatives  in their  country  of  origin.  These  remittances  often  spur  increased  household
consumption  and sometimes  encourage  local  economic  development.
There  are many  benefits  brought  by remittances.  They  include  the improvement  in
the lives  of  the poor  and the increase  in the purchasing  power  of  the migrant  workers'
families.  The increase  in the consumption  and service  demands  of  the migrant  families
receiving  remittances  creates a multiplying  effect  in the local  economy.  With  the
immediate  improvements  caused  by remittances,  both  skilled  and non-skilled  people  in
the community  may  also  be encouraged  to migrate  and find  work  abroad.
Based  on a review  of  the literature,  it can be concluded  that  remittances  are
beneficial  to developing  countries  given  the fact  that  those  who  usually  benefit  from
remittances  are the poor  families.  Remittances,  first  and foremost,  go towards  the welfare
and improved  source  of  livelihood  for  the families  that  receive  them.  Aside  from  these
uses, remittances  are also invested  in entrepreneurial  activities,  small-scale  businesses
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and infrastructure  projects  in the recipient  countries.  Remittances  also serve  as a buffer
during  economic  crisis  and  times  of  high  inflation  rates.
In a broader  perspective,  remittances  help  developing  countries  cope  with  crises,
improving  their  credit  ratings  and raising  external  financing  for  development  or for
remedial  purposes  when  calamities  occur.  Remittances  help  recipient  countries  cope  with
crises  because  migrants  tend  to send  more  money  to their  families,  friends  and relatives
during  hard  times.  Migrant  workers  even pool  funds  to send back  to their  country  of
origin  when  some  calamities  strike.
Despite  all these  benefits,  remittances  pose great  risks  and hazards  for  receiving
countries  as well.  For  instance,  with  the large  qriantity  of  remittances  sent  to a receiving
country,  there  is a possibility  that  domestic  currency  becomes  expensive  compared  to
foreign  currency,  thereby  making  locally  produced  products  expensive,  but  less profitable.
When  remittances  are high,  the  governments  of  a developing  country  may  become
dependent  on remittance  inflows  as a way  to sustain  the economy.
The remittances  sent to recipient  countries  could  also  create  a phenomenon
referred  to as "ghost  town."  The  ghost  town  phenomenon  refers  to the abandonment  of  a
community  whose  economy  has become  solely  dependent  on remittances.  This  happens
when  people  of certain  areas,  typically  small  villages  in  rural  areas,  leave  their
hometowns  to find  work  abroad  to tlie extent  that  no one is left  in their  place.  This
happens  when  people  are too  dependent  on remittances  and they  want  irnrnediate
development  through  remittances.  The  ghost  town  phenomenon  can  result  in a collapse  in
the economies  of  these local  areas, especially  when  economic  inflows  or investments
suddenly  stop.
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This  ghost  town  phenomenon  also happens  wlien  migrants  settle in the host
country  and bring  their  families  to live  with  them  tlirorigh  a family  reunification  process.
Once  the families  of  the migrant  worker  who  used to receive  remittances leave their
community,  remittances  stop coming.  Since  the local  economy  is dependent on the
remittances,  economic  activities  in the community  corild  no longer  be sustained.
Another  negative  impact  caused  by remittances  is easy-money  cycles  in which
recipients  of  remittances  treat  the money  they  receive  as overflowing  and unending
income,  thereby  encouraging  dependency  and laziness  on the part  of  the recipients.  Since
remittances  sustain  the lives  of  the recipients,  some  tend  to stay  at home,  thus  decreasing
the labor  force  in  the  locality.
The  brain  drain  phenomenon  is also a negative  offshoot  of  remittances.  The  best
and  the brightest  people  leave  their  countries  first,  resulting  in a significant  loss  of  human
and intellectual  resources.  Though  remittances  are sometimes  used  to mitigate  poverty
situations,  these  remittances  are not  permanent  and cannot  replace  cash inflows  through
investments  and  other  economic  inflows.
On the other  hand,  those  non-skilled  workers  who  leave  the country  show  a
picture  of  a high  rate of  unemployment  in the country  of  origin.  When  non-skilled
workers  caru'iot  find  stable  jobs  in their  own  country,  tliey  are pushed  to look  for  better
opportunities  abroad.  Non-skilled  workers  are the ones who  usually  experience  inhiunane
working  conditions,  low  salaries,  and abusive  employers.
Remittances  may  reduce  poverty  but also intensify  inequality  between  the rich
and the  poor.  This  is  apparent  in  communities  composed  of  people  who  receive
remittances  and  those  who  do not.  The  increasing  remittance  inflows  in a community  can
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lead  to the development  of  affluent  or rich  families  who  can easily  be distinguished  from
the rest of  the families  in a locality.  Tlie  poor  families  seem poorer,  especially  when
compared  to remittance-receiving  families  who  have  suddenly  improved  their  lives.
In addition  to the above-mentioned  uses, remittances  also encourage  migrant
workers  and migrant  families  in honing  their  capabilities  and leadership  skills.  This
happens  when  migrants  and their  relatives  back  home  take  initiative  to create  sustainable
livelihoods  out  of  the  remittances  that  tliey  receive.
It can also be concluded  that  remittances  can cause  local  economy  development.
When  migrant  workers  invest  their  remittances  in microfinance  or other  entrepreneurial
activities,  remittances  will  yield  social  as well  as physical  assets. Local  development
projects  in migrant's  home  comrmuiities  have tlie potential  to alleviate  poverty  and
improve  the  economy  of the  comn'uinity.  Remittances  not only  provide  financial
intermediation  but  also social  and human  intermediations  that  result  in positive  changes
in the lives  of  migrant  families  and  their  neighborhoods.
However,  when  migrant  workers'  organizations  provide  both  social  and financial
services  to their  communities,  they  may  face iSsueS  tl'iat  lead  to a conflict  of  interest.  For
example,  financial  services  for  all  intents  and prirposes  create  profit  for  the sustainability
of  the organization  while  the social  services  aim to develop  members'  capacities  and
build  their  knowledge  and skills.  Social  services  in tlie real sense are geared  towards
development  of  the knowledge,  skills  and attitudes  of  the members  and not  on acquiring
profits  to sustain  the  flow  of  income  from  remittances.
In addition  to addressing  the above-mentioned  organizational  conflict,  it is also
important  for  the migrant  orgaruzation  to conduct  an impact  analysis  on the business
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development  of  the  members  as well  as to  determine  the  impacts  of these
microenterprises  on  the local  economy.  Analyzing  tlie impact  of  migrant  associations  or
organizations  on tlie  local  or national  economy  is especially  important  if  projects  are
aimed  at poverty  reduction  and values  transformation.  If  a migrant  association  or
organizat'ion  fails  to make  efforts  to determine  tlie impact  of  their  local  economic
development  projects,  it is difficult  to justify  their  scliemes  as tools  for  poverty  reduction
and  sustainable  livelihood.
To enable  the transformation  and development  of  cornrnunities  and  to increase
awareness  aborit  how  to maximize  remittances,  advocacy  concerning  remittances  and
development  shorild  also  take  place  in the community  of  migrant  workers  and their
families  back  home.
It  cannot  be denied  that  remittances  have  carised  improvements  in  the  lives  of  the
recipients  and  also  contribute  to the  economies  of  developing  countries.  Remittances  also
serve  as a catalyst  to migrant  workers  to develop  tlieir  leadership  skills  and  capacities.
But  with  the  continuous  advancement  of  globalization,  more  studies  need  to be conducted
to determine  the concrete  impact  of  remittances  to the  economy  of  developing  countries.
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